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news disclosures is larger than the response to good news disclosures; quarterly earnings announcements that convey large negative earnings surprises are preempted about 25% of the time by voluntary corporate disclosures while other earnings announcements are preempted less than 10% of the time.
Overall, the evidence is consistent with the idea that managers face an asymmetric loss function in choosing their voluntary disclosure policies-managers behave as if they bear large costs when investors are surprised by large negative earnings news, but not when other earnings news is announced. There are at least two reasons managers may bear costs as a result of large negative earnings surprises. First, stockholders may sue when there are large stock price declines on earnings announcement days, since stockholders can allege that managers failed to disclose adverse earnings news promptly. Managers can be held personally liable in such suits, and their activities may be disrupted by having to deal with this litigation.
Second, managers may incur reputational costs if they fail to disclose bad news in a timely manner. Money managers, stockholders, security analysts, and other investors dislike adverse earnings surprises, and may impose costs on firms whose managers are less than candid about potential earnings problems. For example, money managers may choose not to hold the stocks of firms whose managers have a reputation for withholding bad news and analysts may choose not to follow these firms' stocks. These costs will affect managers' disclosure decisions as long as managers have an incentive to maintain the level of their firm's stock price through some (unspecified) mechanism.2 Not all the sample disclosures about earnings convey bad news, and these other disclosures appear similar to those evaluated in previous work. That is, they are typically point or range estimates of annual EPS that generally convey either little information or good news (see Lev and Penman [1990] and Pownall, Wasley, and Waymire [1993] for exceptions). My evidence suggests that by limiting their samples to point or range forecasts of annual EPS, some previous papers appear to have excluded an important subset of all voluntary disclosures, specifically qualitative disclosures that preempt the information in quarterly earnings releases.
The next section of the paper lays out why securities laws may motivate managers to preempt bad quarterly earnings news. Section 3 summarizes existing accounting research on discretionary disclosure, and section 4 details the research hypotheses. Section 5 describes the sample 2 Recent analytical research suggests that managers disclose bad news to deter entry! competition in their firms' product markets (e.g., see Darrough and Stoughton [1990] and Newman and Sansing [1993] ) or to signal their "quality" (Teoh and Hwang [1991] ). However, it seems unlikely that the earnings-related bad news disclosures in this study are driven by these incentives. and data. In section 6 I report the results of the hypothesis tests. Section 7 concludes the paper with a summary and discusses some implications of the results for future research.
Managers' Legal Incentives to Disclose Bad News
I argue in this section that, to prevent large stock price declines on earnings announcement dates (and thereby reduce the potential costs of shareholder suits), managers have incentives to preempt the announcement of large negative earnings surprises. This strategy reduces expected legal costs in two ways. First, if the information is disclosed "voluntarily" (prior to the mandated release date), it is more difficult for the plaintiff, who does not know for sure when the manager first received the bad news, to argue that the manager withheld information. Second, disclosing early limits the period of nondisclosure, thereby reducing the damages that plaintiffs can claim.
Managers may also have reputational incentives to preempt negative earnings news. Articles in the financial press suggest that professional money managers, security analysts, and other investors impose costs on firms when their managers appear to delay bad news disclosures. (Because of the time lag between the end of the fiscal quarter and the earnings announcement date, it is difficult for managers to argue credibly that they too were surprised by the earnings outcome.) These articles claim that firms whose managers acquire a reputation for failing to disclose bad news are less likely to be followed by analysts and money managers, thus reducing the price and/or liquidity of their firms' stocks.3 Stockholder lawsuits based on earnings disclosures are typically brought under SEC Rule lOb-5, which makes it unlawful for any person "to make any untrue statement of a material fact or to omit to state a material fact necessary in order to make the statements made, in light of the circumstances under which they were made, not misleading."4 Because I am interested in managers' legal incentives to disclose information, I focus on the law as it relates to omissions.
The case law is not clear-cut with respect to whether managers have an affirmative obligation to disclose information during the periods between the various quarterly and annual reports required by the SEC. However, legal scholars agree that there is no affirmative disclosure ob- To be successful in a private right of action under Rule lOb-5, the plaintiff must show: (1) a misstatement or omission of (2) a material fact (3) made with intent (4) that the plaintiff justifiably relied on (5) causing injury in connection with the purchase or sale of a security. While each of these requirements involves subtle and complex issues of law, there is evidence to suggest that the law operates more simply. First, most 1Ob-5 cases are brought as a result of disclosures that lead to relatively large stock price declines and which can be tied to previously omitted or misleading disclosures. Second, most lOb-5 cases are settled, so that these legal issues become less important (in determining expected legal costs) than the events that trigger the suit.6
Because the SEC encourages, but does not require, the disclosure of "other materially important events" on Form 8-K, it is unlikely that the Form 8-Krequirements trigger the types of earnings-related disclosures in this study. I provide evidence on the extent to which my disclosures are accompanied by Form 8-K filings in section 6.4.1. In addition, stock exchange and NASD rules impose an affirmative duty to disclose material information quickly. These rules must be enforced by the NASD or the exchanges, who can delist the firm's security. The extent to which these rules are enforced is an open empirical question. To summarize, prior research indicates that most lOb-5 cases are brought after disclosures that lead to stock price declines; if this occurs, it is fairly easy for plaintiffs to allege, based on the manager's duty to update, that managers failed to disclose material information; and almost all of these cases are settled. Thus, large stock price declines that accompany information releases generate higher expected legal costs than large stock price increases. As a result, I predict that managers will attempt to preempt adverse earnings outcomes more often than neutral or favorable earnings outcomes.
The preemptive disclosure strategy will not prevent lawsuits entirely. Stockholder lawsuits can arise whenever a large stock price decline is associated with an information release; preemptive disclosures themselves can trigger suits (see Francis, Philbrick, and Schipper [1993] Wagenhofer [1990] ). Dontoh [1989] shows that managers of firms in oligopolistic markets will disclose both good and bad news given the trade-off between wanting to provide good news to stockholders and bad news to competitors. Gigler [1992] and Newman and Sansing [1993] address similar questions using "cheap talk" models, in which disclosures are no longer constrained to be truthful. While these deterring-the-competitor models yield no precise empirical implications, they imply that bad news disclosures are intended to deter entry/competition in product markets. Ajinkya and Gift [1984] examine the hypothesis that managers issue earnings forecasts when they believe the market's earnings expectations are sufficiently inaccurate that large price movements will occur when results are announced. Thus, Ajinkya and Gift assume managers dislike large earnings surprises of either sign equally, although they do not offer reasons. The argument is similar to the legal liability argument, except that the latter implies the costs of failing to disclose bad news before the earnings announcement exceed the costs of failing to disclose good news. 
EMPIRICAL EVIDENCE

Research Hypotheses
The basic premise I seek to test is that managers' voluntary disclosures are either good news forecasts of EPS motivated by unusually good performance or preemptive bad news disclosures motivated by legal liability and/or reputational effects. Since most firms are not in either of these situations most of the time, I also expect a low overall frequency of voluntary disclosures. There are three research hypotheses.
First, according to the legal liability argument, voluntary disclosures of bad news are motivated by the need to avoid and/or mitigate large stock price declines on earnings announcement dates. Since earnings announcements (and the potential stock price declines that accompany them) occur every quarter, I hypothesize that bad news voluntary disclosures will tend to preempt the information contained in quarterly earnings releases rather than that in annual earnings releases. (Clearly, for the first three quarters of the year forecasts that relate to annual EPS will not preempt the information released on the next quarterly earnings announcement date.) Thus, I hypothesize that: HI: Bad news earnings disclosures are more likely to relate to quarterly earnings releases and less likely to relate to annual EPS numbers, and conversely for good news earnings disclosures.
More generally, if motivated by the need to preempt a specific quarterly earnings realization, bad news disclosures may take a different form from disclosures designed primarily to signal good news. Thus I also provide descriptive evidence on whether there is a relation between the sign of earnings news and disclosure type.
The central prediction of the legal liability argument is that managers preempt earnings announcements that convey large negative earnings surprises more often than they preempt other quarterly earnings announcements.
Thus, I hypothesize that: H2: The probability the information conveyed by a given quarterly earnings announcement will be preempted by a voluntary corporate disclosure is higher for relatively large negative earnings surprises than for other types of earnings information.
By testing H2 I provide evidence on the extent to which the legal liability argument has empirical validity relative to the expectationsadjustment hypothesis of Ajinkya and Gift. Under the expectationsadjustment hypothesis, the probability that a given quarterly earnings announcement will be preempted increases with the size of the earnings surprise (measured as the difference between the manager's and the market's earnings expectations) regardless of its sign; this is true only for large negative surprises under the legal liability argument.
According to the arguments developed in section 2, an important motivation for voluntary bad news disclosures is that managers wish to mitigate large stock price declines on earnings announcement dates or avoid them altogether. If this is the case, the stock price response associated with bad news disclosures will be larger than that associated with good news disclosures. Thus, I hypothesize that:
H3: The stock price response to preemptive bad news voluntary disclosures is larger in absolute value than the stock price response to good news voluntary disclosures.
Sample Selection, Data, and Descriptive Statistics
To investigate the extent to which corporate managers disclose bad news before they are required to do so on quarterly earnings announcement dates, I collect data on the voluntary disclosures of 93 NASDAQ National Market System (NMS) firms during the 1980s. I chose NASDAQ firms because they tend to be smaller and younger than exchange-listed firms, so they may be more likely to experience the earnings shocks that lead to securities lawsuits. In addition, NASDAQ firms are less closely followed by analysts than exchange-listed firms, so their voluntary disclosures are a relatively more important means of communication with outside investors. I chose NASDAQ NMS firms because they are the largest NASDAQ stocks. I impose this criterion based on Alexander's [1991] evidence that very small firms do not get sued because the potential settlement size does not justify bringing suit.
To To investigate disclosure practices, I searched the Dow Jones News Retrieval Service (DJNRS) during the period January 1, 1981 through December 31, 1990, using the keywords "earnings," "income," "profit(s)," and "loss(es)." All articles retrieved as a result of this search were read to ensure that the statement was attributed to either the company or a company official. One of the 94 firms was not included in the DJNRS data base; thus the final sample contains 93 firms. Table 1 provides descriptive information on the sample of earningsrelated voluntary disclosures. I include all disclosures with implications for quarterly and annual earnings, not only quantitative statements such as point, range, and lower-and upper-bound forecasts, but also qualitative statements such as "earnings will be down" or "earnings will be disappointing," because they convey at least the direction of earnings changes to investors, and the hypothesis is principally about whether earnings surprises are preempted. (Pownall, Wasley, and Waymire [1993] examine a similar set of disclosures, although they exclude qualitative disclosures.)
There are 374 earnings-related disclosures reported in the DJNRS for these 93 firms over the 1981-90 period (less than one per firm per year).8 There is considerable cross-sectional variation in voluntary disclosure frequency; 17 sample firms make no voluntary disclosures during the ten-year period, and another 16 make only one. By contrast, 4 firms make 13 or more disclosures during the sample period, and 12 firms make 10 or more disclosures. I examine how this variation affects the results of my tests later in the paper (section 6.4.2).
The left-hand column of Table 2 , panel B provides descriptive information on the relation between the sign of earnings news and the form of its disclosure. Ignoring the lower-and upper-bound estimates (which account for 32% and 34% of the good and bad news disclosures respectively), it is clear that managers disclose good and bad news differently. Good news tends to be disclosed as a point or range estimate (52% of the time vs. 26% for bad news disclosures) while bad news tends to be disclosed qualitatively (39% of the time vs. 16% for the good news releases). Chi-square tests reject the null hypothesis of no relation between the sign of earnings news and forecast type at small probability levels both before and after excluding the lower-and upper-bound estimates.
There is evidence that bad earnings news tends to occur (or is at least given accounting recognition) more often in the fourth quarter (see DeAngelo, DeAngelo, and Skinner 2The classification of forecasts into those that convey good news, bad news, and no news is done based on the researcher's assessment of the information contained in a particular announcement and is usually fairly straightforward. occur disproportionately in the fourth quarter). In addition, despite the fact that fourth-quarter disclosures are generally labeled as referring to either quarterly or annual earnings, it is obvious that once a prediction about fourth-quarter earnings is provided, investors also have a prediction about annual earnings, and vice versa. As a result, the results in panel A of table 2 may be attributable to a preponderance of fourth-quarter bad news disclosures which are classified as quarterly rather than annual.
I investigated this in two ways. First, I reperformed the chi-square test in panel A of table 2 after dropping the 85 fourth-quarter disclosures. The relation between the sign of the earnings news and forecast horizon remains strong: the chi-square statistic is 26.68, significant at the .0001 level. Thus the table 2 result is not attributable to fourthquarter disclosures. Second, I examined whether there are disproportionately more bad news disclosures in the fourth quarter. The evidence (not reported in tables) indicates that 47 of the 140 bad news disclosures (exactly one-third) occur in the fourth quarter, with the remainder divided evenly among the other three quarters. Thus more bad news is disclosed in the fourth quarter. However, this pattern also holds for the good news disclosures, so there does not appear to be any asymmetry in the quarterly distribution of disclosures that could explain the table 2 results.
Overall, the evidence in table 2 reveals that good news is more often disclosed as an annual point or range forecast of EPS, whereas bad news disclosures are more likely to be qualitative and related to quarterly earnings announcements. When combined with evidence (see table 5 below) that the bad news disclosures are typically associated with large negative stock price reactions, while good news disclosures generate more moderate positive effects, the evidence in table 2 suggests that bad news disclosures are more likely to be motivated by a need to preempt large negative quarterly earnings surprises, whereas good news disclosures are more likely to be driven by a desire to signal more generally that the firm is doing well. (I obtain similar results when I use the seasonal-random-walk earnings surprise measure described later in the paper: the average earnings surprise is -14.0% for the bad news disclosures compared with 3.2% for the good news disclosures.)
ARE LARGE NEGATIVE EARNINGS SURPRISES MORE LIKELY TO BE PREEMPTED?
To test the prediction that managers have incentives to preempt large negative earnings surprises but not other types of earnings news, I require a proxy for the manager's private information about the upcoming earnings release and how it differs from the market's expectation. (I assume the manager has the information in sufficient time to preempt the news contained in the earnings announcement.) Following previous studies, I assume the seasonal-random-walk model provides a good approximation for the market's expectation of quarterly EPS and that managers have superior information about earnings. I do not use analyst forecast data for these tests because most sample firms are not followed by Value Line analysts. I deflate the quarterly earnings change by stock price 60 trading days prior to the earnings announcement date. I use stock price approximately three months prior to the earnings announcement date because during quarters with disclosures, there are likely to be stock price changes that are correlated with the earnings surprise, so that using stock price immediately prior to the earnings announcement as the deflator might understate the size of the earnings surprise. The quarterly earnings data (quarterly EPS numbers and announcement dates) required for these tests are collected from the quarterly Compustat tapes, the Wall StreetJournal Index, and the D]NRS.
For the 93 sample firms I obtain earnings surprise data for a total of 2,647 firm-quarters during 1981-90. I classify 292 earnings announcements (11%) as having been preempted by a voluntary disclosure. This number is less than the 374 voluntary disclosures initially identified for three reasons. First, sometimes there is more than one disclosure in a given quarter and each quarterly earnings announcement can be preempted only once (13 disclosures are dropped for this reason). Second, I exclude voluntary disclosures which are clearly not designed to preempt the information contained in the announcement that follows (52 disclosures). For example, a first-quarter disclosure of annual EPS that does not refer to the first quarter's results would not preempt the first quarter's earnings announcement. Third, in 17 instances I could not obtain the earnings surprise data that relate to a particular disclosure. Tables 3 and 4 contain the results of the tests of H2. Both tables provide evidence on how the likelihood of preemption varies as a function of the earnings surprise. Table 4 presents formal logit analyses. In addition, because the economic significance of logit analyses is often difficult to gauge, table 3 provides simple frequency distributions. Table 3 , panel A partitions the sample of earnings announcements into those conveying "very good," "intermediate," and "very bad" news. I define very good (bad) earnings news as earnings changes greater (less) than .05 of stock price. All other earnings news is classified as intermediate. According to H2, very bad news will be preempted relatively often by managers, but otherwise there should be no relation between earnings news and the frequency of preemption: most of the time managers have little incentive to preempt earnings news. The evidence in table 3, panel A supports H2-bad news is preempted more often than other types of earnings news. Of the 156 "very bad" news announcements, 39 (25%) are preempted. This proportion is substantially higher than those for the overall sample (11.0%), the "intermediate" news observations (10.4%), and the "very good" news observations (5.7%). Binomial tests indicate that these three latter proportions are all significantly different from 25% at small probability levels (the proportions for the "intermediate" and "very good" news groups are not reliably different from one another at the 5% level). This evidence is inconsistent with the expectations-adjustment view, under which extreme news of both signs would be preempted relatively often while intermediate news would generally not be preempted.
Panel B of table 3 partitions the sample of earnings announcements into approximate deciles, formed after ranking the announcements according to the magnitude of the earnings change. Relative to the tests in panel A, which prespecify the magnitude of the earnings change required to generate a preemptive disclosure, the data in panel B indicate empirically where the cutoff lies. The results in panel B indicate that for the extreme bad news decile, quarterly earnings announcements are preempted 22% of the time, the highest number in the table. The frequency of preemption declines monotonically through the first five deciles. The differences in proportions between the two smallest deciles and each of the remaining deciles are all significant at the 5% level using a binominal test. There are no statistically reliable differences among the proportions in the other eight deciles of the table. Thus, consistent with H2, very bad news (earnings changes in the lowest 20% of the distribution) is preempted most often, but otherwise there is no relation between the magnitude of earnings news and the probability of preemption. The evidence in table 3 supports H2 in relative, but not absolute, terms: although large negative earnings news is preempted more often than other types of earnings news, it is still the case that bad news is not preempted very often. One possible explanation stems from measurement error in the earnings surprise: because the seasonal-random-walk model uses information that is about a year old, it is likely to measure the market's expectation of earnings with error. For example, some firm/quarter observations classified as "very bad" news based on earnings changes may be fully expected by the market, in which case there is no need for preemption because there is no surprise. Table 4 presents the results of logit regressions estimated using the same set of 2,647 earnings announcement observations analyzed in table 3. The dependent variable is coded 1 if the announcement is preempted and 0 otherwise. The "News" variable in table 4 is the deflated earnings change from table 3. The first regression in table 4 provides evidence on the relation between the magnitude of earnings surprises and the probability of preemption. The coefficient on News is negative and statistically significant (the t-statistic is -2.85), indicating that the worse the earnings news, the more likely it is to be preempted. To investigate whether large negative earnings surprises will be preempted more often than other types of earnings news, the next regression includes an indicator variable that takes the value 1 for earnings announcements of a decline in split-adjusted quarterly EPS of at least .008, and 0 otherwise. I thus define large negative surprises as the lowest 20% of the distribution. When I include this variable alone in the regression its coefficient is positive and statistically significant (the t-statistic is 7.36), indicating that, consistent with H2, large negative surprises are more often preempted than other types of earnings news. To rule out the possibility that the dummy variable proxies for the negative relation from the first regression, the third regression includes both independent variables. In this regression, the coefficient on the dummy variable remains positive and statistically significant (the t-statistic is 6.66), while the coefficient on News is negative but not reliably different from zero. This indicates that, consistent with H2, very bad news is preempted relatively often, but once this is accounted for there is no relation between the magnitude of the earnings news and the probability of preemption. Overall, the results in tables 3 and 4 suggest that managers face an asymmetric loss function in formulating their discretionary disclosure policies, consistent with the legal liability/reputation-effects arguments in section 2.
THE STOCK PRICE RESPONSE TO VOLUNTARY DISCLOSURES
According to H3 the stock price response to bad news voluntary disclosures will be larger, in absolute value, than the stock price response to good news disclosures. To test this hypothesis, table 5 presents summary statistics for the abnormal stock returns associated with 313 sample stock return data. The abnormal returns are two-day marketadjusted abnormal returns (cumulated over days 0 and +1 relative to the disclosure date from the Dj]RS), where the market portfolio is the CRSPNASDAQequal-weighted portfolio. In each category I report the average abnormal return, the number of observations, and a I-statistic that tests the null hypothesis that the absolute value of the average abnormal returns is the same for the good and bad news disclosures.
2The classification of forecasts into those that convey good news and bad news is done based on the researcher's assessment of the information contained in a particular announcement and is usually fairly straightforward.
3I report on lower-bound estimates for the good news disclosures and on upper-bound estimates for the bad news disclosures.
*Indicates that the difference in the absolute value of the means is significantly different from zero at the 5% level. **Indicates that the difference in the absolute value of the means is significantly different from zero at the 1% level.
disclosures.10 I partition these disclosures by type of news, forecast horizon, and disclosure type because other studies find that the stock price response to voluntary disclosures varies as a function of these variables (e.g., Jennings [1987] and Pownall, Wasley, and Waymire [1993] ).
The results in table 5 are consistent with H3. For the full sample, the average stock price reaction to the bad news disclosures is -6.06% compared to 2.46% for the good news disclosures. Thus, the stock price reaction to the bad news disclosures is, on average, over twice as large as that for the good news disclosures. The difference in the absolute value of the average abnormal returns is statistically significant at 10 These disclosures are the full sample of 374 voluntary disclosures less disclosures that occur with earnings announcements and/or that convey "no news." The abnormal returns are two-day market-adjusted abnormal returns (cumulated over days 0 and +1 relative to the disclosure date from the DJNRS), where the market portfolio is the CRSP NASDAQ equal-weighted portfolio.
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the .01 level. The larger stock price reactions associated with the bad news disclosures are also evident in the various sample partitions. For both the annual and quarterly disclosures the absolute value of the average stock price reaction is larger for the bad news disclosures, although the difference is significant only for the annual disclosures (this difference is significant at the .01 level). Similarly, when I partition the disclosures according to forecast type the magnitude of the stock price reaction is larger, on average, for the bad news disclosures than for the good news disclosures (although only the difference for the point estimates is significant at the .05 level). The test in table 5 assumes that the total amount of earnings news is the same for the good and bad news cases, so that looking at the stock price reaction to the preemptive disclosures allows us to draw inferences about the relative extent to which the good and bad news is preempted. Table 6 investigates the validity of this assumption by comparing, for quarters when earnings news is preempted, the relation between the total amount of earnings news for the quarter and the amount of earnings news released on the earnings announcement date, for good and bad news disclosures.11 Specifically, the table reports the average two-day earnings-announcement-period stock return for the quarter and the average of the daily stock returns cumulated over all announcements that relate to the quarter (the voluntary disclosure announcements and the earnings announcement). This cumulative return provides a measure of the total amount of earnings news for the quarter.
The evidence in table 6 supports the legal liability argument. First, the size of the average cumulative return (the total earnings news for the quarter) is larger for the bad news quarters: the absolute value of the mean is 6.52% for the bad news quarters compared with 2.94% for the good news quarters, a difference that is statistically significant at the .01 level. This supports the view that managers make bad news disclosures when they have private information about large negative earnings surprises. Second, the magnitudes of the earnings-announcementperiod returns are very similar for the good and bad news quarters: the absolute value of the mean is 0.49% for the bad news quarters compared with 0.47% for the good news quarters. This difference is not statistically significant at the .10 level. Thus, the total amount of earnings news is larger in the bad news quarters than in the good news quarters, while the amount of information released on earnings announcement 11 Because some of the individual disclosures in 64.3. Forecast Revisions. Throughout the paper I have argued that the asymmetric loss function due to legal liability creates incentives to preempt large negative earnings surprises more than other earnings news. If this argument is correct, then managers will also revise existing forecasts more often downward than upward. In other words, given legal liability managers again wish to avoid large negative earnings surprises. To investigate this, I examined the 374 voluntary disclosures for earnings predictions that were revised before the earnings announcement date. Of 24 such forecast revisions, 19 were downward, and 5 were u ward. This asymmetry is consistent with the legal liability argument.1
Conclusion
This paper extends existing research on managers' discretionary disclosure practices in two ways. First, I argue that U.S. securities laws operate to impose an asymmetric loss function on managers: announcements of large negative earnings surprises increase the likelihood of potentially costly stockholder lawsuits, while similar announcements of large positive earnings surprises generate no such effects. As a result, managers have incentives to preempt large negative (but not large positive) earnings surprises by voluntarily disclosing that information early. Notice, however, that the operation of the securities laws is not the only reason to expect such an asymmetric response, since the goal of maintaining good relations with the investment community may also cause managers to be especially sensitive about the disclosure of negative earnings surprises.
Second, I provide evidence consistent with the idea that a large subset of earnings-related voluntary disclosures are designed to preempt bad quarterly earnings news. I find that bad news disclosures generate larger stock price reactions than good news disclosures, and that large negative earnings surprises are preempted more frequently (20-25% of the time) than other earnings releases (preempted less than 10% of the time). This evidence complements existing research, which documents the existence of point or range estimates of annual EPS but which often excludes disclosures that relate specifically to quarterly earnings news. I find that bad news disclosures are more likely to relate to quarterly (as opposed to annual) EPS and are more likely to be disclosed qualitatively. Thus, because previous research tends to include only point or range estimates of annual EPS, it tends to exclude a potentially important subset of managers' earnings-related disclosures. 13 Overall, my evidence, along with that from previous studies, suggests that managers voluntarily disclose earnings information for two mutually exclusive reasons. First, when their firms are doing relatively well managers make good news disclosures to distinguish their firms from those doing less well (e.g., see Lev and Penman [1990] ). Second, consistent with legal ability and/or reputation-effects arguments, managers make preemptive bad news disclosures.
I rely on the Dow Jones News Retrieval Service to provide a comprehensive set of disclosure announcements. If there is any bias in the process through which items are included in this service such that (say) there is an editorial preference for bad news, the results that I report will not provide a true indication of the disclosure practices of firm managers; instead, they will also reflect the editorial policy of Dow Jones. However, I know of no reason to expect such a bias, nor of any evidence that such a bias exists.
My results also suggest that estimates of "short-window" earnings response coefficients might be improved by including stock returns around disclosure announcements. Because the worst, most surprising earnings news is more likely to be disclosed before the announcement, excluding these returns may lead to systematic biases in earnings response coefficient estimates. Finally, even though I define voluntary disclosures more broadly than much previous research, it would be interesting to examine an even broader set of managerial disclosures.14 For example, an examination of development announcements, market share predictions, and so forth, might provide evidence that bears on existing analytical research about how managers choose their discretionary disclosure policies given that these disclosures typically have to speak to at least two audiences-stockholders and competitors. 
